THE  FOUR  GEORGES
war, he was unduly optimistic as to its duration. "It will
be a short war/' he said, "and certainly ended in one or
two campaigns." "No, Sir/' retorted Burke, "it will be
a long war and a dangerous war, but it must be under-
taken."1 The poor harvests during the early years of the
conflict caused widespread distress; in 1793 there were
1,926 failures, of which twenty-six were country banks.
Pitt would have preferred to finance the war by loans
rather than by taxation, but it was not long before he was
compelled to have recourse to both. In 1792 the Funded
Debt was about .£238,000,000, whereas by 1801 it had
risen to .£574,000,000. Yet in spite of everything the
country continued to prosper, and the balance of trade
remained favourable. In 1796 the Government took the
then unusual course of appealing direct to the public to
meet a prospective deficit caused by the continually in-
creasing demands for the public services. A "Loyalty
Loan" of .£18,000,000 was issued, bearing interest at
5f per cent, and was subscribed within a few hours, so
great was the confidence in the administration. Yet the
very next year witnessed one of the worst financial panics
in the nation's history; such are the tricks played by fate
at moments of crisis. An emergency meeting of the Privy
Council was called, and an order was issued to empower
the Directors of the Bank of England to refuse payments
in cash until Parliament gave further orders on the sub-
ject. Twenty-two years elapsed before cash payments
were resumed.
In the last weeks of 1797 Pitt introduced what was then
a novelty, the Income Tax. It was to be on a sliding
scale; incomes under .£60 were exempt, those between
£60 and .£65 paid at the rate of zd. in the pound, and
1 Life of William Wilberforce (by his sons)3 Vol. II, p. n.
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